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Cautionary Statements

Chapter 1231 of the Texas Government Code directs issuers of state securities to report their
securities transactions to the Bond Review Board (BRB). Chapter 1231 also requires the BRB to
report the data to the governor, lieutenant governor, the speaker of the house, and each member of
the legislature in an annual report within 90 days of the end of each state fiscal year. This report is
intended to satisfy these Chapter 1231 duties.

The data in this report and on the BRB’s website is compiled from information reported to the BRB
from various sources and has not been independently verified. The reported debt and defeasance
data of state agencies may vary from actual debt outstanding, and the variance for a specific issuer
could be substantial.

State debt data compiled does not include all installment purchase obligations, but certain lease-
purchase obligations are included. In addition, State Energy Conservation Office (SECO)
LoanSTAR Revolving Loan Program and certain other revolving loan program debt and privately-
placed loans are not included. Outstanding debt excludes debt for which sufficient funds have been
escrowed to retire the debt either from proceeds of refunding debt or from other sources.

Future debt issuance is based on estimates supplied by each issuing agency. Future debt service on
variable-rate, commercial paper, and other short-term and demand debt is estimated on the basis of
interest rate and refinancing assumptions described in the report. Actual future data could be
affected by changes in legislative and oversight direction, agency financing decisions, prevailing
interest rates, market conditions, and other factors that cannot be predicted. Consequently, actual
future data could differ from the estimates, and the difference could be substantial. The BRB
assumes no obligation to update any such estimate of future data.

Historical data and trends presented are not intended to predict future events or continuing trends,
and no representation is made that past experience will continue in the future.

This report refers to credit ratings. An explanation of the significance of the ratings may be obtained
from the rating agencies furnishing the ratings. Ratings reflect only the respective views of each
rating agency. In reporting ratings herein, the BRB does not intend to endorse the ratings or make
any recommendation to buy, sell or hold securities.

This report is intended to meet chapter 1231 requirements and inform the state leadership and the
Legislature. This report is not intended to inform investors in making a decision to buy, hold, or sell
any securities, nor may it be relied upon as such. Data is provided as of the date indicated and may
not reflect debt, debt service, population or other data as of any subsequent date. This data may
have changed from the date as of which it is provided. For more detailed or more current
information, see the issuers’ web sites or their filings at Electronic Municipal Market Access
(EMMA®). The BRB does not control or make any representation regarding the accuracy,
completeness or currency of any such site, and no referenced site is incorporated herein by that
reference or otherwise.








































































Projected Issuances in FY 2018
Texas state issuers expect to issue
approximately $5.70 billion in bonds, CP and
VRN during fiscal 2018 (Table 2.2), a projected
decrease of $2.04 billion (26.4%) over the
amount projected for fiscal 2017.

General Obligation Debt Outstanding
Increases in FY 2017

Texas General Obligation (GO) debt has a
constitutional pledge of the full faith and credit
of the state to repay the debt and requires
passage of a proposition by a vote of two-
thirds of both houses of the Texas Legislature
and a majority of Texas voters.

As of fiscal year-end 2017, $18.68 billion
(35.2%) of the state's $53.01 billion in total
debt outstanding was backed by the state’s GO
pledge, an increase of $416.2 million (2.3%)
from the $18.27 billion backed by the GO
pledge at the end of fiscal 2016 (Figure 2.2 and
Table 2.3). The increase was primarily the result
of issuances of $588.8 million of TTC Highway

Improvement bonds, $250.0 million of Texas
Veterans’ Land Board (VLB) mortgage
revenue bonds, $158.1 million of Texas Higher
Education Coordinating Board (THECB)
student loan bonds, and $222.9 million of
bonds issued by TPFA for cancer research.

Governmental Revenue Debt Outstanding
Increases in FY 2017

The repayment of revenue debt is dependent
on project revenue or revenue from a
designated fund. The Constitution prohibits
any pledge of state funds beyond the current
biennium. Investors may require a higher rate
of interest to compensate for the additional
risks associated with revenue debt.

Excluding conduit and component debt,
$28.09 billion (50.6%) of the state's $53.01
billion in total debt outstanding as of fiscal
year-end 2017 was backed by non-GO revenue
pledges, an increase of $2.89 billion (11.5%)
from the $25.20 billion backed by non-GO

Figure 2.2
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revenue pledges at the end of fiscal 2016 (Figure
2.2 and Table 2.3).

Colleges and universities are the largest issuer
of revenue debt with $15.12 billion
outstanding. See Table 2.5 and Table 2.6 for
more detail on college and university debt
outstanding.

Conduit Revenue and Component Debt
The state is authorized by statute to issue
conduit debt for certain purposes including
charter schools, transportation, single family
mortgages,  multifamily ~ dwellings  and
economic development. Debt-service for
conduit debt is typically provided by project
revenue and is secured by a third party.

Although conduit revenue debt obligations
bear the name of the agency as the issuer, the
agency is not financially liable for the debt
beyond the revenues provided by a lease or
loan with the third party on whose behalf they
are issued. For example, the Texas Department
of Housing and Community Affairs (TDHCA)
is not liable for debt service for issuances of its
multifamily mortgage revenue bonds beyond
the revenues it receives from the borrower that
is acquiring, constructing, or renovating the
multifamily facility.

Component debt obligations are issued by
legally separate units of the agency, and the
agency is not financially liable for the debt. For
example, the Texas Public Finance Authority
(TPFA) is not liable for debt service for
issuances of the Texas Public Finance
Authority Charter School Finance
Corporation.

Of the state's $53.01 billion in debt outstanding
as of fiscal year-end 2017, $6.24 billion (11.8%0)
was state conduit and component debt which
includes $3.01 billion of debt outstanding by
Grand Parkway Transportation Corporation
(GPTC) (Table 2.3). As conduit debt, GPTC
debt service is payable solely from payments
received from transportation projects it

finances. The $6.24 billion of conduit and
component debt outstanding represents a
decrease of $40.8 million (0.6%) from the $6.28
billion outstanding at the end of fiscal 2016.

General Revenue
Increases in FY 2017
All debt does not have the same financial
impact on the state’s general revenue. Self-
supporting debt relies on sources other than
the state’s general revenue to pay debt service;
thus self-supporting debt does not directly
impact state finances. Debt service for not self-
supporting debt is primarily derived from the
state’s general revenue fund and thus draws on
the same sources used by the legislature to
finance state government.

Supported  Debt

As of August 31, 2017, Texas had a total of
$7.18 billion in GO and non-GO not self-
supporting debt outstanding to be repaid from
the state’s general revenue compared to $6.71
billion outstanding at fiscal-year end 2016.
During fiscal 2017 non-GO not self-
supporting debt decreased by $12.7 million,
but GO not self-supporting debt increased by
$489.1 million for a net increase in not self-
supporting debt of $476.4 million (7.1%)

(Figure 2.3).

Variable Rate Debt Outstanding Increases
in FY 2017

State issuers and institutions of higher
education have established variable-rate debt
financing programs to provide financing for
equipment and capital projects, provide loans
to eligible entities, diversify their debt
portfolio, and take advantage of lower short-
term interest rates.

Variable rate debt outstanding totaled $7.81
billion in fiscal 2017. Of this amount,
approximately $2.00 billion (25.6%) was short-
term commercial paper (CP) or variable-rate
notes (VRN), and the remaining $5.81 billion
(74.4%) was long-term variable-rate debt. See
Table B1 in Appendix B for more information
regarding CP and VRN programs.
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Table 2.3

STATE OF TEXAS DEBT OUTSTANDING

(amounts in thousands)

8/31/2013 8/31/2014 8/31/2015 8/31/2016 8/31/2017
General Obligation Debt
Self-Supporting
Veterans' Land and Housing Bonds $2,381,811 $2,437,480 $2,672,253 $2,782,245 $2,875,515
Water Development Bonds 1,197,775 1,127,385 1,090,430 1,308,360 1,259,490
Water Development Bonds-State Partidpation 121,590 119,825 118,340 113,080 104,350
Water Development Bonds - WIF 217,765 208,990 199,855 190,375 171,835
EwnomicDevelopment Bank Bonds 45,000 45,000 45,000 45,000 45,000
College Student Loan Bonds 751,925 812,950 826,965 920,595 1,020,215
Texas Agticultural Finance Authority 9,000 9,000 6,750 5,250 0
Texas Mobility Fund Bonds 5,957,720 5,048,660 6,400,485 6,268,985 6,093,175
Texas Public Finance Authotity - TMVRLF 47,400 36,370 35,220 34,015 25,420
Total, Self-Supporting $10,729,986 $10,445,660 $11,395,298 $11,667,905 $11,595,000
Not Self-Supporting !
Higher Eduation Constitutional Bonds 2 $22,962 $17,955 $6,521 $35,204 $25,986
Texas Public Finance Authority Bonds 1,652,310 1,623,567 1,512,875 1,395,260 1,289,230
Cancer Prevention and Research Institute of Texas 343,450 486,595 716,440 966,520 1,143,710
Park Development Bonds 8,480 7,010 5,260 3,725 2,220
Water Development Bonds - EDAP 3 211,220 195,240 216,210 236,830 213,425
Water Development Bonds - State Partidpation 0 0 0 0 0
Water Development Bonds - WIF 526,290 497,615 468,755 439,450 409,115
TTC GO Transportation Bonds 1,854,835 1,814,690 2,991,410 3,521,965 4,004,360
Total, Not Self-Supporting $4,619,547 $4,642,671 $5,917,471 $6,598,954 $7,088,046
Total General Obligation Debt $15,349,533 $15,088,332 $17,312,769 $18,266,859 $18,683,046
Non-General Obligation Debt
Self-Supporting
Permanent University Fund Bonds
The Texas A&M University System $707,905 $810,430 $953,145 $968,675 $932,850
The University of Texas System 1,816,750 1,960,470 2,169,085 2,615,155 2,695,035
College and University Revenue Bonds ¢ 10,531,928 11,251,859 11,652,483 12,870,655 15,120,288
Texas Water Resources Finance Authority Bonds 0 0 0 0 0
TxDOT Toll Revenue Bonds © 2,484,540 2,478,721 2,402,352 2,401,472 2,721,029
Texas Department of Housing & Community Affairs - SF 898,980 694,365 567,675 521,460 533,325
EwnomicDevelopment Program (Leverage Fund) 25,000 20,000 25,000 20,000 15,000
Veterans' Finandal Assistance Bonds 0 0 0 0 0
Texas Workforce Commission Unemp Comp Bonds 1,201,255 926,435 628,355 298,625 0
State Highway Fund 3,843,780 4,460,525 4,461,105 3,972,595 4,417,980
Water Development Bonds - State Revolving Fund 810,438 774,178 670,115 609,935 164,010
Water Development Bonds - SWIRFT 0 0 0 810,410 1,392,700
Total, Self-Supporting $22,320,576 $23,376,984 $23,529,316 $25,088,982 $27,992,217
Not Self-Supporting '
Texas Public Finance Authority Bonds $130,422 $98,260 $68,175 $45,835 $45,470
TPFA Master Lease Purchase Program 64,967 62,112 43,019 44,480 35,850
Texas Military Fadlities Commission Bonds 12,045 10,585 8,640 7,680 6,740
Parks and Wildlife Improvement Bonds 17,480 14,770 11,150 8,375 5,575
Total, Not Self-Supporting $224,914 $185,727 $130,984 $106,370 $93,635
Conduit, Component and Related Organizations 5
Texas Windstorm Insurance Assodation $0 $0 $500,000 $458,400 $414,600
Texas Small Business 1.D.C. Bonds 1,620 0 0 0 0
Texas Dept. of Housing and Community Affairs Bonds - MF 1,012,353 997,898 965,353 957,970 875,230
Texas State Affordable Housing Corporation 437,162 292,945 280,262 241,536 228,300
Texas Grand Parkway Transportation Corporation 6 2,920,075 2,900,940 2,900,940 2,900,940 3,007,779
Texas PAB Surface Transportation Corporation 1,015,000 1,289,030 1,289,030 1,561,665 1,561,665
TPFA Charter School Finance Corporation 256,395 195,056 176,410 163,646 155,744
Total Conduit, Component and Related Organizations $5,642,605 $5,675,868 $6,111,994 $6,284,157 $6,243,318
Total Non-General Obligation Debt $28,188,096 $29,238,579 $29,772,294 $31,479,509 $34,329,170
Total Debt Outstanding $43,537,628 $44,326,911 $47,085,064 $49,746,368 $53,012,216
1 Not self-supporting debt (general obligation and non-general obligation) depends solely on the state’s general revenue fund for debt service.
2 While not explidtly a general obligation or full faith and credit bond, the revenue pledge in Constitutional Bonds has the same effect.
3 Economially Distressed Areas Program (EDAP) bonds depend on the state's general revenue fund for 90% of their debt service.
* Tuition Revenue Bonds are induded in these totals. See Table 2.5.
5 'This section contains debt that is not a legal liability of the state but rather is badked by third party entities.
¢ Indudes TIFIA loan debt outstanding. Amortization schedule provided by TxDot.
Note: Certain lease purchase, SECO LoanSTAR and other revolving loan program debt is not induded.
Source: Texas Bond Review Board - Bond Finance Office.
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Figure 2.3
TEXAS STATE DEBT OUTSTANDING
BACKED BY GENERAL REVENUE (NOT SELF-SUPPORTING)

(amounts in millions)
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Soutrce: Texas Bond Review Board - Bond Finance Office.
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Variable-rate debt decreased by approximately
$510.6 million (6.1%) in fiscal 2017 to $7.81
billion  compared with $8.32  billion
outstanding in fiscal 2016. Variable-rate GO
debt accounted for $3.26 billion (41.7%) and
revenue debt accounted for $4.55 billion
(58.3%) of the total amount of variable-rate
debt outstanding at the end of fiscal year 2017.
Variable-rate GO debt decreased by $201.4
million (5.8%) and variable revenue debt
decreased by $309.2 million (6.4%) from
amounts outstanding at fiscal-year end 2016

(Table 2.3A).

The largest issuers of variable-debt are: UTS
with $2.92 billion outstanding, VLB with $2.75
billion outstanding, TTC with $1.01 billion
outstanding, and TDHCA with $369.9 million
outstanding.

Scheduled Debt-Service Payments from
General Revenue Increase for FY 2018

During fiscal years 2015, 2016, and 2017
scheduled debt service from general revenue

was $544.8 million, $656.2 million, and $673.3
million, respectively. Scheduled debt-service
payments from general revenue are expected to
increase by 7.9 percent to $726.6 million in
fiscal 2018 (Figure 2.4). (See Table 2.4 for debt-
service requirements by fiscal year for Texas
state bonds.) See the Staze of Texas Annual Cash
Report 2017 published by the Texas
Comptroller of Public Accounts for actual
debt-service paid by the state from General
Revenue.

Debt service for tuition revenue bond (TRB)
debt is not included in this analysis. Although
college and university revenue debt is payable
from a pledge of certain “revenue funds” of the
applicable system or institution of higher
education, pursuant to authorizations to
individual institutions in Chapter 55, Texas
Education Code, the legislature has historically
appropriated funds in an amount equal to all or
a portion of the debt service on tuition revenue
debtissued. (For revenue debt outstanding and
debt-service requirements for each system or
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Table 2.3A

STATE OF TEXAS VARIABLE RATE DEBT OUTSTANDING

(amounts in thousands)

8/31/2013 8/31/2014 8/31/2015 8/31/2016 8/31/2017
General Obligation Debt

Texas Department of Agriculture $9,000 $9,000 $6,750 $5,250 $0
Texas Department of Transportation 225,840 220,740 400,000 400,000 400,000
Texas EconomicDevelopment Bank 45,000 45,000 45,000 45,000 45,000
Texas Higher Education Coordinating Board 0 0 0 0 0
Texas Tech Uﬂiversity1 0 4,456 0 7,642 1,540
Texas Public Finance Authority 276,380 22,500 321,460 284,760 11,600
Texas Water Development Board 0 0 51,140 74,925 57,960
Veterans Land Board 2,221,895 2,285,780 2,528,325 2,645,575 2,745,630
Total General Obligation Variable Rate Debt $2,778,115 $2,587,476 $3,352,675 $3,463,152  $3,261,730

Revenue Debt
Texas A&M University System $12,325 $118,753 $160,705 $178,962 $295,974
Texas Department of Housing and Community Affairs 576,590 544,765 505,650 424,595 369,940
Texas Department of Transportation 325,000 775,000 975,000 625,000 614,370
Texas EconomicDevelopment Bank 26,620 20,000 25,000 20,000 15,000
Texas Grand Parkway Transportation Corporation 943,330 190,730 190,730 190,730 0
Texas State Affordable Housing Corporation 28,119 33,167 23,201 0 0
Texas State Technical College 2,179 1,989 3,524 3,194 2,878
Texas State University System 0 0 0 2,588 10,258
Texas Tech University System 55,614 110,507 22,483 44,454 41,713
Texas Water Development Board 60,678 48,683 0 0 0
Texas Public Finance Authority 126,785 127,810 128,992 150,650 154,358
TPFA Charter School Finance Corporation 4,780 4,556 4311 4,046 3,756
University of Houston System 59,296 53,031 71,641 56,367 49,117
University of North Texas System 56,522 91,067 157,567 66,015 69,060
University of Texas System 2,238,465 2,397,830 2,748,487 3,093,790 2,924,768
Total Revenue Variable Rate Debt $4,516,302 $4,517,888 $5,017,292 4,860,391  $4,551,192
Total Variable Rate Debt $7,294,417 $7,105,364 $8,369,967 $8,323,542  $7,812,922

1 While not explidtly a general obligation or full faith and aredit bond, the revenue pledge in Constitutional Bonds has the same effect.

Indudes Commerical Paper and Variable-Rate Notes

Source: Texas Bond Review Board - Bond Finance Office.

institution, see Tables 2.5 and 2.6, respectively.)

Authorized but Unissued Debt Decreases
in FY 2017

Authorized but unissued debt is defined as
debt that may be issued without further
legislative or voter action. As of August 31,
2017 Texas had $14.00 billion in authorized but
unissued debt compared to $15.68 billion in
fiscal 2016 (Table 2.7). Of the $14.00 billion,
$10.93 billion (78.1%) was GO debt. Of the
GO debt, $8.94 billion (81.7%) was self-
supporting and $2.00 billion (18.3%) was not

2017 Annual Report

self-supporting. This is a decrease of $955.1
million compared to $2.95 billion in not self-
supporting authorized but unissued GO debt
at fiscal year-end 2016. The overall decrease
resulted mainly from new money issuances of
$588.8 million and $222.9 million by TTC and
TPFA, respectively.

Authorized but unissued not self-supporting
revenue debt totaled $935.7 million at the end
of fiscal 2017 compared to $994.1 million at
fiscal year-end 2016. The remaining authorized
but unissued revenue debt was self-supporting
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Table 2.4
DEBT-SERVICE REQUIREMENTS OF TEXAS STATE DEBT BY FISCAL YEAR

(amounts in thousands)

2018 2019 2020 2021 2022 2023 & beyond
General Obligation Debt
Self-Supporting
Veterans' Land and Housing Bonds $231,248  $248,008  $248,177  $235,072  $225,071 $2,278,754
Water Development Bonds 111,217 112,964 112,244 110,875 101,857 1,442,214
Water Development Bonds - State Partidpation 7,024 6,928 7,567 7,043 9,606 120,061
Water Development Bonds - WIF 19,010 20,642 19,330 20,473 20,484 129,928
EonomicDevelopment Bank Bonds 2,048 2,048 2,048 2,048 2,048 91,987
Park Development Bonds 0 0 0 0 0 0f
College Student Loan Bonds 110,942 111,189 94,623 98,109 91,354 994,352
Texas Agriculture Finance Authority 0 0 0 0 0 0]
Texas Mobility Fund Bonds 355,656 364,750 372,067 379,512 387,078 8,743,599
Texas Public Finance Authority - TMVRLF 2,146 2,140 2,138 2,138 2,136 22,305
Total Self-Supporting $839,291  $868,668  $858,192  $855,270  $839,634 $13,823,199
Not Self-Supporting !
Higher Eduation Constitutional Bonds > $4,522 $4,515 $3,302 $3,175 $3,173 $12,887
Texas Public Finance Authority Bonds 188,328 182,683 153,429 148,682 143,830 867,489
Park Development Bonds 843 795 743 0 0 0f
Agriaulture Water Conservation Bonds 0 0 0 0 0 0]
Cancer Prevention and Research Institute of Texas 101,556 98,956 97,752 96,339 94,739 1,026,292
Water Development Bonds - EDAP® 29,872 29,161 25,976 24,084 23,285 145,241
Water Development Bonds - State Partidpation 0 0 0 0 0 0f
Water Development Bonds - WIF 49,857 48,804 47,695 46,593 45,456 311,955
TTC GO Transportation Bonds 320,439 316,300 311,852 307,377 302,880 5,256,339
Total Not Self-Supporting $695,418 $681,214  $640,749  $626,250  $613,362 $7,620,203
Total General Obligation Debt Service $1,534,709  $1,549,882 $1,498,942  $1,481,520 $1,452,996 $21,443,402
Non-General Obligation Debt
Self-Supporting
Permanent University Fund Bonds
The Texas A&M University System $81,890 $82,753 $82,698 $84,899 $84,670 $915,253]
The University of Texas System 188,502 188,497 188,502 188,504 188,502 3,572,825
College and University Revenue Bonds 1,430,556 1,408,110 1,375,960 1,360,301 1,334,623 15,764,020
Texas Water Resources Finance Authority Bonds 0 0 0 0 0 0]
TxDOT Toll Revenue Bonds * 121,276 127,416 133,766 143,531 156,538 5,093,714
Texas Dept of Housing & Community Affairs - SF 38,354 39,539 37,924 38,063 41,767 1,213,884
EwnomicDevelopment Program (Leverage Fund) 1,198 1,200 1,201 1,201 1,200 17,978
Veterans' Finandal Assistance Bonds 0 0 0 0 0 0f
Texas Workforee Commission Unemp Comp Bonds 0 0 0 0 0 0f
State Highway Fund 425,164 425,161 425,172 425,155 425,161 4,118,655
Water Development Bonds - State Revolving Fund 18,443 18,443 18,442 18,441 18,441 129,093]
Water Development Bonds - SWIRFT 81,763 85,158 85,853 85,513 91,157 2,114,391
Total Self-Supporting $2,387,145  $2,376,278 $2,349,517  $2,345,608 $2,342,058 $32,939,819
Not Self-Supporting !
Texas Public Finance Authority Bonds $17,176 $8,325 $5,078 $3,126 $3,051 $19,269
TPFA Master Lease Purchase Program 9,708 8,372 7,757 7,068 4,578 3,496
Texas Military Fadlities Commission Bonds 1,242 1,253 1,256 1,259 917 1,845
Parks and Wildlife Improvement Bonds 3,058 2,090 723 0 0 0)
Total Not Self-Supporting $31,183 $20,040 $14,815 $11,452 $8,546 $24,610)
Conduit, Component and Related Organizations
Texas Windstorm Insurance Assodation $80,305 $80,301 $80,285 $80,330 $80,303 $160,703|
Texas Small Business 1.D.C. Bonds 0 0 0 0 0 0f
Texas Dept. of Housing & Community Affairs - MF 52,293 52,436 54,328 53,025 53,224 1,296,590
Texas State Affordable Housing Corporation 20,891 14,692 14,715 14,677 14,718 382,272
Texas Grand Parkway Transportation Corporation 4 89,755 89,755 89,755 124,282 124,329 6,914,276
Texas PAB Surface Transportation Corporation 104,081 104,081 104,081 104,081 104,081 3,201,560
TPFA Charter School Finance Corporation 11,097 11,106 11,153 11,157 11,313 199,983
Total Conduit, Component and Related Organizations $358,420 $352,371  $354,316 $387,551 $387,968 $12,155,384]
‘Total Non-General Obligation Debt Service $2,776,749  $2,748,689 $2,718,648  $2,744,611 $2,738,572 $45,119,813
Total Debt Service $4,311,458  $4,298,571 $4,217,590  $4,226,131  $4,191,568 $66,563,215

1
Bonds that are not self-supporting (general obligation and non-general obligation) depend solely on the state's general revenue for debt service.

2
While not explidtly a general obligation or full faith and aedit bond, the revenue pledge contained in Constitutional Bonds has the same effect.
Debt service is paid from annual constitutional appropriation to qualified institutions of higher eduation from first monies coming into the
state treasury not otherwise dedicated by the Constitution.

? Eonomiclly Distressed Areas Program (EDAP) bonds do not depend totally on the state's general revenue fund for debt service.

* Indudes TIFIA loan debt outstanding. Amottization schedule provided by TxDot.
Notes: The debt-service figures do not indude the early redemption of bonds under the state's various loan programs or cash defeasances after
August 31, 2017, or the Build America Bond subsidy payments. Certain lease purchase, SECO LoanSTAR and other revolving loan program
debt is not induded.
Future debt-service payments for vatiable-rate bonds is calaulated based on interest rates provided by the issuer. Future debt-service payments for]
commerdal paper is calaulated at five percent for a 20-year period.
Detail may not add to total due to rounding.
Source: Texas Bond Review Board - Bond Finance Office.
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August 31, 2017, the aggregate notional
amount of swaps outstanding at the state level
was $5.07 billion. Interest rate swaps are
primarily used as financial-management tools
to reduce interest expense and hedge against
interest rate, tax, basis and other risks. (See
Appendix C for a background discussion of
swaps and related data.)

State issuers are authorized to enter into swap
agreements under the Texas Government
Code, Section 1371 which grants special
authority to enter into credit agreements.
However, TDHCA and VLB have broad
authority to enter into swaps under Section
2306.351 of the Texas Government Code and
Sections 161.074, 162.052 and 164.010 of the
Texas Natural Resources Code, respectively.

At the end of fiscal 2017, VLB was a party to
54 pay-fixed, receive-variable rate (synthetic
fixed-rate) swaps associated with its variable-
rate demand bond issues. The total notional
amount for these swaps was $2.45 billion at
fiscal year-end 2017. UTS had six Revenue
Financing System swap agreements and two
Permanent University Fund swap agreements
totaling $1.43 billion in notional amount.
TDHCA had four such swaps on single-family
bonds totaling $102.0 million in notional
amount.

Additionally, at the end of fiscal 2017 VLB had
two outstanding basis rate (pay-variable,
receive-variable) swaps with $60.1 million in
notional amount. UTS had six Revenue
Financing System and two PUF basis rate
agreements totaling $1.02 billion in notional
amount.

The Net Fair Values for the swap agreements
in place at the end of fiscal 2017 for the three
state issuers were as follows: VLB, negative
$218.1 million; UTS, negative $222.3 million;
and TDHCA, negative $11.3 million. A
negative fair value on a swap agreement
indicates that the state issuer would owe its
counterparty the amount indicated if the swaps

were terminated. (See Tables C1 and C2 in
Appendix C for details regarding Texas’ interest
rate swaps outstanding and fair value data at
August 31, 2017.) VLB and TDHCA have the
unilateral option to terminate their swap
agreements. UTS has the unilateral option to
terminate all of its swap agreements except for
the MMD basis swap associated with its RFS
2016A bonds. Under this swap agreement
Deutsche Bank has the right to optionally
terminate the swap on or after February 15,
2030 provided the mark-to-market value of the
swap is positive to UTS and Deutsche Bank
agrees to pay this amount to UTS.

See Table C3 and Table C4 in Appendix C for
debt-service requirements of variable-rate and
fixed-rate debt outstanding and net interest
rate swap payments. At fiscal year-end 2017,
estimated debt-service requirements and net
swap payments for VLB's pay-fixed, receive-
variable swaps totaled $3.11 billion; and that of
UTS totaled $2.13 billion. TDHCA had only
synthetic fixed-rate swaps outstanding, the
estimated debt-service requirements and net
swap payments for which totaled $159.5
million. UTS had eight basis swaps
outstanding, the estimated debt-service
requirements and net swap payments for which
totaled $1.39 billion. VLB had two basis swaps
outstanding, the estimated debt-service
requirements and net swap payments for which
totaled $32.2 million.
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Chapter 3
State Bond Issuance Costs

Exccluding issuances of conduit and private placement
debt, during fiscal 2017 the weighted average of issuance
costs for state bond issuers was §5.26 per $1,000
compared to §5.20 per §1,000 for fiscal 2016. The
issuances ranged in size from $11.6 million to §770.2
million. Appendixc A of this report details the issuance
costs associated with each of these issues as well as the
conduit and private placement issues.

Issuance Costs for Texas Bond Issuers

In fiscal 2017 the average issue size for Texas’
state issuers increased to $256.1 million from
$212.6 million in fiscal 2016 (Table 3.7).
Excluding conduit and private placement
issues, 22 (68.8%) of the 32 transactions
completed in fiscal 2017 were $100.0 million or
greater in size compared to 23 (74.2%) of the
31 transactions completed in fiscal 2016.

Underwriters” spreads began to increase after
the financial downturn in fiscal 2008 due to
higher underwriting risk in the municipal bond
market and higher issuance costs associated
with the introduction of Build America Bonds

(BABs). The BABs program expired on
December 31, 2010. Since 2009 underwriting
spreads have declined to levels seen prior to the
financial downturn.

In fiscal 2017, the weighted average
underwriting spread accounted for 69.9
percent of all issuance costs. As a result of
increases in other underwriter’s spread costs in
fiscal 2017, the weighted average underwriting
spread per $1,000 of bonds issued increased to
$3.68 from $3.66 in fiscal 2016 (Figure 3.7). (See
Comparison of Issuance Costs by Transaction Sizge

below).

During fiscal 2017 fees per bond increased
slightly overall compared to fiscal 2016. Other
Issuance Costs (bond counsel, financial
advisor, rating agency, printing and other costs)
per $1,000 increased to an average of $1.58
($405,107) compared to $1.54 ($326,511) in
fiscal 2016.

Table 3.1

WEIGHTED AVERAGE ISSUANCE COSTS FOR TEXAS BOND ISSUES
(Excludes Private Placement, Conduits and Remarketings)

Fiscal 2016 Fiscal 2017
Average Cost Average Cost
Average Cost Per $1,000 of Average Cost Per $1,000 of
Count Per Bond Issue Bonds Issued Count Per Bond Issue Bonds Issued
Average Issue Size (In Millions) 31 $212.6 32 $256.1
Costs of Issuance:
Underwriter’s Spread:
Takedown 29 $730,161 $3.42 31 $859,131 $3.35
Spread Expenses 31 68,524 0.32 31 73,399 0.28
Underwriter’s Counsel 27 34,317 0.15 29 44,988 0.17
Other Underwritet's Spread Costs* 7 121,763 1.01 8 157,360 1.10
Underwriter's Spread Subtotal 31 $779,073 $3.66 32 $942,729 $3.68
Other Issuance Costs:
Bond Counsel 31 $81,249 $0.38 32 $103,754 $0.41
Finandal Advisor 25 95,315 0.43 27 113,582 0.46
Printing 31 2,563 0.01 31 1,817 0.01
Other 31 64,798 0.30 32 80,911 0.32
Other Issuance Costs Subtotal 31 $225,476 $1.06 32 $282,260 $1.10
Rating Agendes:
Moody's 30 $46,283 $0.24 31 $58,514 $0.24
Standard & Poor's 25 41,184 0.17 21 49,822 0.17
Fitch 14 51,001 0.18 16 66,932 0.24
Rating Agency Costs Subtotal 31 $101,035 $0.48 32 $122,847 $0.48
Total 31 $1,105,585 $5.20 32 $1,347,836 $5.26
Note: Figures exdude bond insurance premiums.
* Management Fee, Structuring Fee or Underwriter's Risk.
Source: Texas Bond Review Board
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Figure 3.1
GROSS UNDERWRITING SPREADS: 2008 - 2017

TEXAS STATE BOND ISSUES vs. All U.S. MUNICIPAL BOND ISSUES
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Sources: The Bond Buyer - 2017 in Statistics Midyear Review (08/17); Thomson Financial Securities; and Texas Bond Review Board - Bond Finance Office.
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Underwriting Costs for Texas Bond
Issuers Compared to National Costs
Excluding conduit and private placement
issuances, during fiscal 2017 Texas’ state bond
issuers paid lower average underwriting fees
compared to the national averages (Figure 3.17).
This difference is primarily due to the generally
higher credit quality of Texas issuers and the
market’s receptivity to Texas issues. Statistics
published by Thomson Financial Securities
Data show that underwriting spreads nationally
averaged $4.55 per $1,000 compared to Texas’
average of $3.68 per $1,000.

During fiscal 2017 Texas issuers saw lower
weighted average underwriting costs with
negotiated  transactions but not with
competitive transactions when compared to
the national averages as reported by Thomson
Financial Securities (Figure 3.2). Texas’ average
of $3.38 per $1,000 for negotiated sales and
$7.88 per $1,000 for competitively bid sales
were 25.6 percent lower and 72.4 percent
higher than the national averages, respectively.

Comparison of Issuance Costs by
Transaction Size

Larger bond issues usually have a lower cost
per $1000 because certain fixed costs of
issuance, including some legal and financial
advisory services and document drafting fees,
do not vary proportionately with the size of the
bond issue.

Texas’ issuance costs increased slightly overall
in fiscal 2017 and were generally consistent
with those experienced during fiscal 2013-2016
(Figure 3.3). Appendix A details the issuance
costs for each transaction in fiscal 2017.
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Figure 3.2
GROSS UNDERWRITING SPREADS: 2013 - 2017
NEGOTIATED vs. COMPETITIVE MUNICIPAL ISSUES
(Excludes Private Placements, Conduits and Remarketings; weighted averages)
(s per 1,000)

2013 2014 2015 2016 2017
B Texas Negotiated BUS. Negotiated BTexas Competitive BUS. Competitive

Note: 2017 U S. figures are through August 21, 2017. Amounts represent dollars per $1,000 face value of bond issues. Gross spreads include manager's fees, underwriting fees,
average takedowns, and expenses. Private placements, short-term notes maturing in 12 months or less, and remarketings of variable-rate securities are excluded.
Sources: The Bond Buyer - 2017 in Statistics Midyear Review (08/17); Thomson Financial Secuities; and Texas Bond Review Board - Bond Finance Office.

Cost per $1,000

Trends in State Bond Issuance Costs in million and one was greater than $700.0
2017 million. The three competitive transactions
The characteristics of 32 non-conduit bond were for $11.6 million, $158.1 million, and
transactions were reviewed to determine trends $379.5 million, respectively. The two private
in issuance costs during fiscal 2017. Of those, placements issued during 2017 are excluded
29 were negotiated sales and three were from this analysis.
competitive sales. Of the 29 negotiated sales,
nine were less than $100 million in size, ten As in the past, the cost per $1,000 in fiscal 2017
were from $101-$300 million, six were from generally decreased as transaction size
$301-$500 million, three were from $501-$700 increased (Figure 3.3).

Figure 3.3

COSTS OF ISSUANCE: FY 2013-2017
(Excludes Private Placements, Conduits and Remarketings)
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Source: Texas Bond Review Board - Bond Finance Office & TY 2017
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Figure 3.4

Range of Bond Counsel Fees for Fiscal 2017

(Excludes Private Placements, Conduits and Remarketings)
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Issuance Costs for State General
Obligation and Revenue Bonds in 2017
Four component fees comprise most of the
costs of issuing bonds: bond counsel, financial
advisor, underwriters’ spread and credit rating
agencies. To analyze these fees on a cost per
$1,000 basis for state general obligation (GO)
and revenue issues, data from fiscal year 2017
is shown graphically in Figures 3.4, 3.5, 3.6 and
3.7. Each cost of issuance component has been
compared by bond type (general obligation vs.
revenue) and by total bonds issued.

Cost of issuance data was obtained from eight
GO transactions and 24 revenue transactions

representing five state agencies and eight
institutions of higher education.

Figure 3.4 shows the bond counsel cost per
$1,000 for bonds issued during 2017. The total
weighted average cost for bond counsel fees
was $0.41 per $1,000 an increase of $0.02 per
$1,000 compared to $0.39 per $1,000 for fiscal
2016. GO bonds had lower costs per $1,000
than revenue bonds with a weighted average
cost of $0.32 per $1,000 compared to $0.45 per
$1,000 for revenue bonds. Additionally, the
fees for GO bonds had a larger variance than

Figure 3.5
Range of Financial Advisor Fees for Fiscal 2017
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Figure 3.6
Range of Total Underwriter's Spread for Fiscal 2017

(Excludes Private Placements, Conduits and Remarketings)
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the fees for revenue bonds. The fees for GO
bonds ranged from $0.12 to $2.16 per $1,000
while the fees for revenue bonds ranged from

$0.09 to $1.69 per $1,000.

Figure 3.5 shows the cost per $1,000 for the 27
transactions with a financial advisor fee. The
total weighted average cost for financial
advisor fees was $0.47 per $1,000, unchanged
compatred to $0.47 per $1,000 for fiscal 2016.
GO bonds had a weighted average cost of
$0.27 per $1,000 compared to $0.59 per $1,000
for revenue bonds. The difference in the range
of fees for financial advisor was greater for

revenue bonds than GO bonds. GO
transactions had a minimum fee of $0.16 and a
maximum fee of $1.31 per $1,000 and revenue
bonds had a minimum fee of $0.19 and a
maximum fee of $4.30 per $1,000.

Figure 3.6 shows the total underwriters’ spread
for all transactions and includes the following:
management and structuring fees,
underwriting  risk, spread expenses and
underwriter’s counsel. The total weighted
average cost was $3.68 per $1,000, an increase
of $0.02 per $1,000 compared to $3.66 per
$1,000 for fiscal 2016. GO bonds had an

Figure 3.7
Range of Total Ratings Fees for Fiscal 2017
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average weighted cost of $3.62 and revenue
bonds had an average weighted cost of $3.71
per $1,000. The fees for GO bonds had a
narrow range from a minimum fee of $0.15 to
a maximum fee of $7.19 per $1,000. Revenue
bonds ranged from $0.24 to $12.38 per $1,000.

Figure 3.7 shows the cost per $1,000 for ratings
agency fees. The total weighted average cost
was $0.48 per $1,000, unchanged compared to
$0.48 per $1,000 in fiscal 2016. The average
weighted cost for GO bonds was below the
total average cost at $§0.37 per $1,000 while the
average weighted cost for revenue bonds was
higher at $0.52 per $1,000.
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Chapter 4
Texas Private Activity Bond Allocation
Program and Other Bonding Authority

Texas again experienced an increase in volume cap for
the Program Year 2017 Private Activity Bond
(PAB) Allocation Program. The 2017 volume cap
was set at §2,786,259,600, an increase of $39.3
million (1.4 percent) over the, calendar 2016 cap. The
total size of the PAB program including 2017 volume
cap and carryforward, was §7.63 billion, a 16.4
percent increase from the 2016 total. As of November
15, 2017, $3.41 billion had been allocated and
application requests totaled $6.20 billion, an increase
of 82.0 percent from Program Y ear 2016.

As of November 15, 2017, Texas had §178.7

million in unused Qualified Energy Conservation
Bond anthority.

Volume Cap

Texas is second only to California in
population and resulting volume cap. Texas
experienced an increase in volume cap for the
2017 PAB Allocation Program. Based on its
population, the 2017 volume cap was set at
$2,786,259,600, an increase of $39.3 million
(1.4 percent) over the calendar 2016 cap of
$2,746,911,400.

The volume cap increase can be attributed not
only to the growth of the state's population,
but also to federal legislation that increased
the per-capita formula. On December 20,
2000 federal legislation was passed that
accelerated the increase in private-activity
volume cap, the first such increase since the
Tax Reform Act of 1986. The cap phase-in
began January 1, 2001 when the limit was
increased from $50 per capita to $62.50 per
capita. The second part of the plan occurred
in January 2002 when the cap multiplier
increased to $75 per capita or $225 million,
whichever is greater. The multiplier was
indexed to inflation beginning in 2003
resulting in increases in 2007, 2008, 2009,
2011 and 2014 to the current level of $100 per
capita.

Including 2017 volume cap and carryforward,
for Program Year 2017 the state had a total of
$7.63 billion of volume cap available among
the six subceilings of which $3.45 billion
(44.7%) had been allocated as of November
15,2017 (Table 4.1).

Table 4.1

STATE OF TEXAS
PRIVATE ACTIVITY BOND ALLOCATION PROGRAM
2017 AVAILABLE VOLUME CAP vs. ALLOCATION AMOUNTS
(as of November 15, 2017)

ISSUED ISSUED
AVAILABLE* PERCENT ISSUED 2017 CARRYFORWARD PERCENT
SUBCEILING VOLUME CAP OF TOTAL | ALLOCATION ALLOCATION OF TOTAL
Single Family Housing $ 3,132,754,908 41.0% $ 918,015,269 §  2,111,916,906 39.7%
State-Voted Issues 223,402,708 2.9% - - 0.0%
Small Issue IDBs 55,725,192 0.7% - - 0.0%
Multifamily Housing 2,307,058,111 30.2% 57,342,400 328,999,700 5.1%
Student Loan Bonds 292,557,258 3.8% - - 0.0%
All Other Issues 1,622,961,581 21.3% - - 0.0%
TOTAL $ 7,634,459,758 100.0% $ 975,357,669 $  2,440,916,606 44.7%
*Includes carryforward amounts. Carryforward is reserved volume cap from the prior 3 years.
Source: Texas Bond Review Board - Private Activity Bond Program.
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Table 4.2

STATE OF TEXAS
PRIVATE ACTIVITY BOND ALLOCATION PROGRAM
2017 REQUESTED VOLUME CAP

REQUESTS
AVAILABLE REQUESTED AS A % OF
SUBCEILINGS VOLUME CAP* | ALLOCATION#* AVAILABILITY

Mortgage Revenue Bonds $ 3,132,754,908 | § 4,081,432,451 130.3%
State-Voted Issue Bonds 223,402,708 200,000,000 89.5%
Industrial Development Bonds 55,725,192 20,000,000 35.9%
Multifamily Rental Project Bonds 2,307,058,111 1,503,149,350 65.2%
Student Loan Bonds 292,557,258 50,000,000 17.1%
All Other Bonds Requiring Allocation 1,622,961,581 341,551,340 21.0%
TOTALS $ 7,634,459,758 | $ 6,196,133,141 81.2%

*Includes carryforward amounts. Carryforward is reserved volume cap from the prior 3 years.
Source: Texas Bond Review Board - Private Activity Bond Program.

Total bonding authority demand increased
during the 2017 Program Year compared to
the 2016 Program Yeat. As of November 15,
81.2 percent had been requested in 2017
compared to 51.9 percent in 2016.

Additionally, after the 2016 collapse, the Bond
Review Board (BRB) received $2.05 billion in
requests; after the collapse in 2017, the BRB
received $2.49 billion in requests. Applications
received for Program Year 2017, including
carryforward requests, totaled $6.20 billion or
81.2 percent of the total available allocation of
$7.63 billion (Table 4.2), an increase of 82.0
percent from the $3.40 billion of the available
allocation requested in 2016.

Current Allocation Trends

Excluding carryforward, as of November 15,
2017 $975.4 million of Program Year 2017
volume cap had been allocated. As of the
same date in Program Years 2014, 2015 and

2017 Annual Report

2016, $240.1 million (9.1%), $84.9 million
(3.1%) and $169.5 million, respectively, of
total volume cap (excluding carryforward) had
been allocated.

While most of the 2017 applications were for
residential rental transactions and the amounts
requested are limited by statute and scope,
applications  for single-family = mortgage
revenue bonds requested record amounts of
volume cap. As a result, the number of
applications slightly decreased for 2017 but
the amount of volume cap requested
increased (Table 4.3). Many issuers have been
waiting for the spread between tax-exempt
rates and taxable rates to widen before seeking
volume cap, or they applied for volume cap
with the intention of converting it to
carryforward. Larger transactions provide
economies of scale that may still take
advantage of tax-exempt rates.
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Table 4.3
STATE OF TEXAS

PRIVATE ACTIVITY BOND ALLOCATION PROGRAM
2012 TO 2017 ISSUED ALLOCATION
as of November 15, 2017)

ISSUED ISSUED NUMBER OF ISSUED
AVAILABLE REQUESTED | VOLUME CAP |CARRYFORWARD| APPLICATIONS AS A% OF
YEAR ALLOCATION* | ALLOCATION* | ALLOCATION [ ALLOCATION RECEIVED [ AVAILABILITY
2012 5,390,400,333 2,400,582,178 470,691,078 393,270,937 53 16.0%
2013 4,717,858,332 1,940,837,372 439,286,597 372,573,787 56 17.2%
2014 5,276,952,525 2,776,186,213 240,066,000 811,211,000 47 19.9%
2015 6,461,406,313 4.355,040,098 84,850,000 1,071,125.213 71 17.9%
2016 6,561,415,029 3,403,690,252 169,538,280 681,068,500 104 13.0%
2017 7,634.459,758 6,196,133,141 975,357,669 2,440,916,606 92 44.7%

*Includes carryforward amounts. Carryforward is reserved volume cap from the prior 3 years.

Source: Texas Bond Review Board - Private Activity Bond Program.

As of November 15, 2017 no mortgage
revenue bonds (MRBs) had closed utilizing
Program Year 2017 volume cap; however,
issuers had converted $918.0 million of
Program Year 2017 volume cap to mortgage
credit certificate (MCC) programs. Using
carryforward volume cap, Texas Department
of Housing and Community Affairs used
approximately $2.11 billion to close MCC
programs. Multifamily issuers closed 16
projects as of November 15, 2017 using
$329.0 million of carryforward and $57.3
million of volume cap compared to 19
projects closing in 2016.

At the beginning of Program Year 2017, the
carryforward amount of $4.85 billion was
174.0 percent of the 2017 Program Year
volume cap of $2.79 billion, and many issuers
that applied for a reservation were forced to
use carryforward volume cap (as required by
IRS Code) before using 2017 volume cap.

To date, much more carryforward ($2.44
billion) was allocated than actual 2017 volume
cap ($975.4 million) during the Program Year
(Figure 4.1). Project requests after the August
15" collapse date were not subject to
subceiling limits, and because closing dates
generally extend into the next program year,
issuers were able to convert their reservations
into carryforward. This cycle of issuers not
using current year volume cap will likely
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continue for several years as issuers with
carryforward must close that volume cap
before using current year volume cap.

As of November 15, 2017 none of the state’s
2017  PAB  volume cap  remained
unencumbered. Any amounts returned will be
converted to carryforward.

82" Legislature Changes

House Bill (HB) 2911 simplified the
reservation process for Higher Education
Authorities (HEAs) in Subceiling #5. Prior to
the change, HEAs were required to provide
evidence of student loan need-based demand.
HEAs which were able to show the greatest
demand received weighted reservations and
thus the largest allocations. HB 2911
redefined the assighment of student loan
bond allocation to equal the total amount of
the allocation for the student loan subceiling
divided by the number of qualified HEAs
thus removing the need-based provisions.

Prior Legislative Changes

The 81% Legislative Session (2009) passed
Senate Bill (SB) 2064 to provide issuers using
PAB authority with increased flexibility during
difficult market conditions such as those
experienced in fiscal year 2009, and to
respond to the announcement of new federal
bond programs and new federal guidelines for
the existing Program.
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Figure 4.1

STATE OF TEXAS
PRIVATE ACTIVITY BOND ALLOCATION PRO GRAM
Current Year vs. Carryforward Allocated
(amounts in millions)
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[ ]
SB 2064 made the following changes both to
the Program and also to the responsibilities of
the BRB:

If designated by the applicable state
official, the BRB is now authotized to
administer other bond authority programs
created by federal legislation;

The BRB now has specific authority to
administer and create rules for any
additional state ceiling that may be created
by federal legislation;

Certain  facilities  including  sewage
facilities, solid waste disposal and qualified
hazardous waste facilities are now
permitted to include multiple projects on
one application but are still required to
pay an application fee for each facility;
The project limit for single-family and
multifamily issuers was increased to $40.0
million and $20.0 million, respectively;
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Issuers subject to a utilization percentage
will not be penalized if in a previous
Program Year less than 50 percent of
volume cap dedicated to single-family
issuers was not allocated for such
purposes;

The last day to apply for a reservation and
to receive a reservation was changed from
December 1 to November 15; and

Any unencumbered volume cap at the end
of the program year may be granted to any
state agency that requests it.

The 80" Legislative Session (2007) gave the
Texas Economic Development Bank priority
over all other issuers within Subceiling #6 as
well
applications. HB 3552 made a number of
changes within Subceiling #4 including a
provision allowing applications for multiple-
site multifamily projects.

as all issuers with carryforward
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